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Platforms court new customers
It has been a tough year for platforms as they have sought to deal first with the massive inflows that
resulted from the Better Super regime and then the slump in business that resulted from a sub-prime
fuelled market downturn. In Money Management's Top 50 Platforms review, JUSTIN LIM examines
how platforms have been coping in these highly volatile times.

J
n the year since Money
Management last ran
the Top 50 Platforms

review, much has happened
to shake up the platform
industry.

The 2006-07 introduction
of the Federal Government's
new superannuation regime
flooded investment plat-
forms with millions of dol-
lars, resulting in providers
scrambling to cope with the
massive inflows while main-
taining their offerings.

Not long after this, the
sub-prime fallout and a mar-
ket downturn began that we
have yet to see through.

Despite these challenges,
the leading platforms in the
market, both in terms of
funds under administration
(FUA) and cashflow, have
remained the same.

For the fourth year since

2005, MLC's MasterKey
platform has emerged as the
number one platform in
terms of FUA with
$40,670.58 million, while
Colonial First State's (CFS)
FirstChoice Wholesale plat-
form has retained its place
at number one in terms of
cashflow for the third year
running with $6,118.28
million.

This feature will look at
the challenges faced by the
platform industry in the past
year and see how our top
platforms by FUA and cash-
flow have managed to main-
tain their long-standing posi-
tions at the top of the table.

Volatility
According to research

house Rainmaker Informa-
tion, more than 70 per cent
of all new investment money

goes through an adminis-
trative platform.

Therefore, it's safe to
assume that platforms
have felt the impact of the
market's downturn quite
significantly.

You only have to look at
this year's figures to see
many cases of decreased
investment levels, particu-
larly in comparison to the
strong growth in the years
leading up to 2007.

For example, in terms of
FUA, the top five platforms-
which have mostly remained
in the same positions since
2005 - have seen total funds
rise from $75,528.21 million
in 2005, to $104,060.48 mil-
lion in 2006, to $129,274.47
million in 2007, and then
suddenly taper off at
$128,908.27million this
year.

MLL general manager of
platforms Anthony Waldron
said that while market
volatility had not affected
the popularity of platforms,
it has meant there is far less
new business coming in.

According to Waldron,
MLC's multi-manager
investment process aims to
reduce investment risk with-
out impacting on overall
long-term returns by focus-
ing on diversifying portfo-
lios, not only across asset
classes but also across the
best investment managers.

"Our method of man-
aging money has stood
our investors in good stead
for more than 20 years
and it is periods like the
one we are experiencing
now that demonstrate the

Ref:  38567097

Brief: TRENDS

Copyright Agency Limited (CAL) licensed copy

Money Management
Thursday 10/7/2008
Page: 16
Section:  General News
Region:  National  Circulation:  11,052
Type: Magazines Business
Size: 844.89 sq.cms.
Published: ---T---

Page 1 of 3



Ref:

benefits of utilising MLC
products to ensure that
risk is managed appropri-
ately," he said.

CFS product and invest-
ment services general man-
ager Alan Kenny agreed that
while the fall in the mark to
market value of investments
following the recent volatil-
ity had impacted investors'
confidence, it had not affect-
ed the popularity of plat-
forms.

"You have to remember
these are short-term figures.

While we have undergone
volatile periods we are com-
ing out of that to a certain
degree and, from our side
anyway, we're starting to see
flows coming back into
position," he said.

Kenny said in a low
return and volatile environ-
ment, investors and advisers
look to the cost effectiveness
of their investments.

"FirstChoice, as one of
the lowest cost retail plat-
forms, provides real value
for money for investors,

r) KEY POINTS

Adviser satisfaction with platforms dipped during 2007
on the back of a huge workload generated by the
Better Super regime that highlighted weaknesses in
the usability of platforms.

The popularity of platforms appears to be intact
despite recent market volatility.

However, with inflows down, platforms are paying
closer attention to attracting new business.

packaging competitive pric-
ing with choice of over 100
funds and a market leading
service offering."

Waldron added that at
such a time, communication
with advisers and clients was
integral to weathering the
storm.

"With markets bouncing
around as they are, key to
addressing these challenges
has been communication.
That means spending a lot
of time developing Internet
and website applications

and implementing new
processes."

In order to attract new
business, MLC has also
launched `straight through
processing' for new
accounts coming into
MasterKey Super.

"So that's about making
the application process accu-
rate while getting it down as
quickly as possible for advis-
ers and customers,"
Waldron said.

Continued on page 20 >
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Platforms court new customers
Cont. from page 16

Better Super
The second challenge fac-

ing platforms in the past 12
months has been the intro-
duction of the Better Super
regime and the massive
amounts of money that
flowed in as a result.

Platform providers not
only had to cope with the
administrative burdens for
implementing the new
regime, they had to manage
adviser dissatisfaction as
they struggled to do so.

According to the Invest-
ment Trends November
2007 Planner Technology
Report, after years of steady
improvement, adviser satis-
faction with platforms
receded slightly in 2007.

Andrew Knox from
Investment Trends said this
corresponded with a huge
spike in inflows and work-
load following the Better
Super changes.

"Analysis of planners'
responses suggest this extra
workload tended to exacer-
bate any shortcomings in
functionality and usability,"
he said.

"From 2004 to 2006
overall satisfaction with plat-
forms steadily improved.

Then in 2007 satisfaction fell
slightly, with the percentage
of good/very good respons-
es falling from 82 per cent of
responses in 2006 to 78 per
cent in 2007."

MLC's Waldron said
managing the growth has
been a challenge for the plat-
form industry as a whole.

"Last year was an excep-
tional year for fund flows
with the `simple super'
regime. However, it did not
just stop on June 30; post
there was a real shift
towards pension establish-
ment," he said.

"You really need to go
through a full year after such
rapid growth before the
challenge of such change is
fully absorbed."

Kenny agreed and said
that net flows as a result of
the Better Super changes last
year hit over $4.2 billion at
FirstChoice for the June
2007 quarter alone.

Despite the challenges
posed by the `better super'
regime and credit crunch,
both CFS and MLC have
done remarkably well to
emerge as the top place-
holders in 2008 yet again.

One aspect of MLC's
continued popularity has
been its dual offering, with

MasterKey Custom and its
counterpart MasterKey.

While MasterKey is vast-
ly more popular than Cus-
tom, Waldron said it was
important to have both
offerings as "not every client
or adviser is the same".

"MasterKey is much sim-
pler for an adviser to admin-
ister and in many cases
cheaper and probably more
efficient in an adviser's office,
while MasterKey Custom
has the full discretionary
platform, with its all singing
all dancing functionality."

Waldron added that
with fees becoming a big-
ger issue, it was important
to provide discounts and
rebates to customers.

"We have a philosophical
stance that we do not accept
or pay shelf space fees or the
like from fund managers.
Instead, we negotiate the
best price we can for the end
investor," he said.

"Advisers using the MLC
platforms understand that
this is all about being trans-
parent and aiming to
achieve the best possible out-
come for their clients."

As the top platform in
terms of cashflow, CFS has
also had a stellar year. Not
only did it top Money

Management's charts, but
according to the 2008
Wealth Insights Service
Level Survey, FirstChoice
led all other platforms in
three different categories:
service, value for money
and planner usage.

Kenny attributed CFS'
market leading position to
the usability of its platforms.

"FirstChoice is one of the
simplest platforms in the
marketplace. Our target
market is advisers and their
clients who are typically not
looking for overly complex
solutions," he said.

"Essentially, they're look-
ing for value for money,
something that is true to the
label and does what it says it
will do."

Alan Kenny
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